BOARD OF REGENTS AUDIT/COMPLIANCE AND INVESTMENT COMMITTEE 2
STATE OF IOWA MARCH 21, 2012

Contact: Andrea Anania

INVESTMENT AND CASH MANAGEMENT REPORT
FOR THE QUARTER ENDED DECEMBER 31, 2011

Recommended Action: Receive the report.

Executive Summary: The Regents institutions maintain the following investment portfolios:

+ Operating (pages 4-5); and
+ Intermediate Term (page 6); and
+ Endowment (page 7).

Institutional Investment Portfolios
Market Value
(in thousands)
As of December 31, 2010, and December 31, 2011

Operating Endowment*
Dec 2010 Dec 2011 Dec 2010 Dec 2011
University of lowa® $1,234,062 @ $1,289,627 $346,238°  $406,859°
lowa State University 527,103 520,128 136,394° 130,531°
University of Northern lowa 135,527 128,349 - -
lowa School for the Deaf 2,018 1,866 - -
lowa Braille & Sight Saving School 1,960 686 - -
Total $1,900,670  $1,940,656 $482,632 $537,390
Includes UIHC.
Includes UNI.

Includes ISD and IBSSS.
Includes Quasi/Intermediate Term + Long Term

AWN PR

As of December 31, 2011, the Regents combined operating and endowment portfolios totaled
$2,349,477.

Operating and endowment fund manager values can be found in Wilshire Consulting’s
Executive Summary of Investment Performance.
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Background and Analysis:

The Board:

¢ Delegates authority for monitoring institutional investment activities and recommending
investment policy to its Investment Committee;

+ Delegates management and oversight authority for investment activities to the vice presidents
for finance at each institution; and

+ Appoints the treasurers for each institution, who are delegated authority by the vice presidents
for finance, to manage investment and treasury activities within the policies defined by the
Board of Regents and by the individual institutions.

The Board’s objective is to preserve principal, ensure liquidity sufficient for anticipated needs,
and maintain purchasing power of investable assets while obtaining a reasonable return for a
prudent level of risk.

The institutions, and any designated investment advisor or investment manager, shall exercise
the judgment and care which persons of prudence, discretion, and intelligence exercise in
accordance with applicable state law.

INVESTMENT ADVISOR
The Board of Regents employs an investment advisor and money managers to guide its policy of
active, diversified investment management.

Wilshire Consulting has been the investment advisor to the Board and Regent institutions since
May 1996. Wilshire assists with the evaluation of the Board’s investment policies and provides
guarterly portfolio summary reports.
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Board authorized fund managers:
MANAGER TYPE AUTHORIZED
Adams Street Partners
2010 Global Offering Private Equity Fund Manager March 2010
Adams Street Partners
2012 Global Offering Private Equity Fund Manager September 2011
Chicago Equity Partners Fixed Income Fund Manager December 2010
Commonfund Capital International
Partners VI, L.P. (CF Int'| Partners VI) International Private Equity Manager March 2007
Commonfund Capital Private Equity
Partners VII, L.P. (CF Private Equity VII)  Domestic Private Equity Manager March 2007
Commonfund Capital Venture Partners
VIIl, L.P. (CF Venture Capital VIII) Primarily Domestic Venture Capital Manager March 2007
Commonfund Capital Natural Resources  Diversified Real Assets and Natural
Partners VIII, L.P. (CF NR Partners VIIl)  Resources Fund September 2008
Delaware Investments Small Cap Core Domestic Fund Manager December 2008
Dimensional Fund Advisors (DFA) Short-Term Fixed Income Manager February 2012
Dodge & Cox (Income Fund) Fixed Income Fund Manager February 2004
Grantham, Mayo, Van Otterloo & Co.
(GMO Foreign Fund) International Equity Fund Manager February 2004
Neuberger Berman High Yield Bond Fund Manager August 2011
NB Alternative Advisors
(NB Crossroads XVIII) Private Equity Fund Manager November 2005
Landmark Partners
(Landmark Equity Partners XIV, L.P.) Private Equity Fund Manager March 2010
Metropolitan Real Estate Partners
Global Il Fund (MREP Global I1I) Real Estate Fund Manager September 2009
PIMCO Short-Term Fixed Income Manager February 2012
Principal Financial Group
(Enhanced Property Fund) Real Estate Fund Manager November 2005
Reams Asset Management Fixed Income Fund Manager
SUI Intermediate Term Endowment July 2001
Institutional Endowments January 2002
State Street Global Advisors Short-Term Fixed Income Manager February 2012
(SSGA ACWI ex-U.S. Index) International Equity Index Fund Manager April 2009
Vanguard Group Short-Term Fixed Income Manager February 2012
(Institutional Index Fund) Large Cap S&P 500 Index Fund February 2008
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OPERATING PORTFOLIOS
The primary goals for investment prudence of the operating portfolio include safety of principal,

maintenance of liquidity to match expected liabilities, and a reasonable return. The operating
portfolio is to be managed to ensure funds are available to support operational needs.

Market Value
(in thousands)

As of December 31, 2011

Restricted Unrestricted
Internal®? Internal Diversified Pool Total®
SUPP $167,881 $182,832 $938,914 $1,289,627
ISU 72,826 281,536 165,766 520,128
UNI* 47,039 44,900 36,410 128,349
ISD 12 1,854 N/I 1,866
IBSSS N/I 686 N/I 686
Total $287,758 $511,808 $1,141,090 $1,940,656

N/I = No investments of this type.

1.

2.

3.

the lowa Medical Mutual Insurance Company.
* UNI invests in the SUI Diversified Pool.

See operating investment summary on the following page.

SUI has additional bond trustee balances of $84.3 million with Wells Fargo, Des Moines.

ISU has additional bond trustee balances of $18.3 million with Wells Fargo, Des Moines.

SUI has an additional investment account at Chicago Equity Partners with a balance of $24.6 million for

Total rate of return measures all income and market valuation changes in the portfolios during the
period. Rates of return for the quarter are provided in the table below.

Quarterly Rates of Return

For the Quarter Ended December 31, 2011

Restricted Unrestricted
Internal Internal Diversified Pool Combined
Sul 0.08% 0.11% 2.58% 2.28%
ISU 0.09% 0.18% 2.79% 1.15%
UNI 0.19% 0.18% 2.58% 1.25%
ISD 0.01% 0.01% N/I 0.01%
IBSSS N/I 0.00% N/I 0.00%

N/I = No investments of this type.
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Operating Investment Summary
Restricted and Unrestricted Internal / Diversified Pool
(in thousands)

As of December 31, 2011

Percent
Market Value Market Value
University of lowa
Diversified Pool $938,914 72.8%
Money Market / Cash Equivalents 264,983 20.6%
Agency Securities 36,548 2.8%
U.S. Obligations 49,182 3.8%
Total $1,289,627 100.0%
lowa State University
Diversified Pool $165,766 31.9%
Money Market / Cash Equivalents 119,014 22.9%
Agency Securities 165,354 31.8%
U.S. Obligations 69,994 13.4%
Total $520,128 100.0%
University of Northern lowa
Diversified Pool $36,410 28.4%
Money Market / Cash Equivalents 27,141 21.2%
Agency Securities 36,122 28.1%
U.S. Obligations 28,676 22.3%
Total $128,349 100.0%
lowa School for the Deaf
Money Market / Cash Equivalents $1,866 100.0%
lowa Braille and Sight Saving School
Money Market / Cash Equivalents $686 100.0%
Regent Composite
Diversified Pool $1,141,090 58.8%
Money Market / Cash Equivalents 413,690 21.3%
Agency Securities 238,024 12.3%
U.S. Obligations 147,852 7.6%
Total $1,940,656 100.0%
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INTERMEDIATE TERM PORTFOLIO

The University of lowa created an intermediate term pool in 1998 to provide added flexibility for
longer-duration asset investments including quasi endowments, which are longer-term in nature
but have no externally-imposed restriction that the principal remain intact.

At the September 2008 meeting, the Board approved a revised and restructured investment
policy which provided for the establishment of intermediate investment pools that considers time
horizons and matches expected liabilities while seeking to obtain a reasonable return for a
prudent level of risk.

Intermediate Term Asset Class Allocation Policy*
As of December 31, 2011

Asset Class Target Allowable Range Benchmark
Public Equity 20% 14-26%
U.S. Equity 10% 7-13% Dow Jones US Total Stock Market Index
Non U.S. Equity 10% 7-13% MSCI ACWI ex-US Index
Fixed Income 55% 50-60%
Core Fixed Income 40% 35-45% Barclays Aggregate (formerly Lehman Aggregate)
High Yield Fixed Income 5% 3-7% Barclays US High Yield Index
TIPS 10% 7-13% Barclays US TIPS Index
Cash 15% 12-18% 91-Day T-Bill Index
REITs 10% 7-13% Dow Jones US Select REIT Index

*Approved at the February 2011 meeting.

Intermediate Term Performance
As of December 31, 2011

Assets Net Returns
(thousands) Quarter One Year
SUI Intermediate Term Portfolio $128,569 4.04% 5.67%

Asset Allocation Benchmark 4.16% 3.50%
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ENDOWMENT PORTFOLIOS

Two primary endowment portfolios are maintained — the University of lowa and lowa State
University. The University of Northern lowa endowment portfolio is invested through the University
of lowa. The lowa School for the Deaf and the lowa Braille and Sight Saving School endowment
portfolios are invested through lowa State University.

The Board’s investment policy defines endowment funds as primarily donor gifts and other funds
received for specific purposes. The purpose of endowment funds is to provide:
(1) intergenerational equity of income in perpetuity; and (2) a stable income sufficient to meet the
reasonable spending needs of the component endowments by keeping pace with inflation and not
degrading the real value of the corpus over time.

Endowment Asset Class Allocation Policy*
As of December 31, 2011

Asset Class Target | Allowable Range Benchmark
Public Equity 50% 45-55% (Public equity is not measured on a combined basis)
U.S. Equity 25% 20-30% Wilshire 5000
Non U.S. Equity 25% 20-30% MSCI EAFE (N)

Fixed Income 30% 25-35% Barclays Aggregate (formerly Lehman Aggregate)
Core Fixed Income 25% 20-30% Barclays Aggregate (formerly Lehman Aggregate)
High Yield Fixed Income 5% 0-10% Merrill Lynch HY Master Il

Real Assets 10% 5-15% US CPI + 5% Annually
Public 0% N/A N/A
Private 10% 5-15% NACREIF Property Index (for private real estate)

US CPI + 5% Annually (for other private real assets)

Private Equity 10% 0-15% Wilshire 5000

*Approved at the September 2008 meeting; revised at the December 2008 meeting.

Endowment Performance
As of December 31, 2011

Assets Net Returns
(thousands) Quarter One Year
SuUl $278,290 5.54% 1.40%
ISU 130,531 5.71% 1.97%
Asset Allocation Benchmark 5.70% 0.65%
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